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Vol. VII, No. 32 ° 


The International Monetary Fund has extended until 
February 17, 1956 its $12.5 million stand-by agreement 
with the Government of Peru, which was first put into 
effect a year ago (see this News Survey, Vol. VII, p. 261). 
No drawings under this agreement have been made to 
date by the Peruvian Government. At the time Peru 
made its initial stand-by arrangement with the Fund, a 
separate $12.5 million agreement was concluded between 
Peru and the U.S. Treasury. This agreement also has 
been extended for one year. 

The Peruvian Government has informed the Fund that 
it will continue the Exchange Stabilization Program in- 
stituted in February 1954. The continued success of 
this program depends primarily upon appropriate credit, 
investment, and budget policies. Its success also requires 


Gold in 


The salient features in the development of the gold 
market in 1954 have been reviewed in the annual surveys 
of the two London bullion dealing firms, Messrs. S. 
Japhet & Co., and Mocatta and Goldsmid. It is stated that, 
despite the gradual re-establishment of London as the 
center of the world’s gold market, gold dealings there 
have not been particularly profitable. The efficiency of 
the London market is based upon the skill of the six 
“authorized dealers” who operate in it and the narrow 
margins which their big turnover enables them to offer. 
It is reported that, with the growth of London dealings, 
the central gold service of the International Monetary 
Fund has not been able to get all the gold that it needed. 
An expansion in the volume of transactions on the Lon- 
don market is thought to be improbable until restrictions, 
particularly on sales of gold to sterling area countries 
and the Middle and Far East, are lifted. 

In 1953, total sales of South African gold to Great 
Britain amounted to £78 million, and in 1954 they rose 
to nearly £100 million. South Africa is still selling all 
its output of newly mined gold in London, and it is esti- 
mated that in three years’ time South African output 
will be 40 per cent higher than at present. Provided 
there is no change in the competitive efficiency of British 
and other sterling area goods in the South African mar- 
ket, there is no reason why the termination of guaran- 
teed minimum gold sales should have any effect on the 
future direction of South African gold exports. 

Little Canadian gold has been seen in Great Britain 
since the war, but it is expected that, in addition to bars 
of the Royal Canadian Mint, bars refined in Canada will 
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appropriate policies regarding intervention of the Cen- 
tral Reserve Bank of Peru in the exchange market to 
permit the orderly establishment of an exchange rate 
which will promote and maintain equilibrium in the 
balance of payments, thus helping to avoid rate fluctua- 
tions that would undermine confidence in the sol and be 
harmful to the economy. 

The basic purpose of the stand-by arrangement between 
the Fund and Peru is to provide financial assistance to 
Peru for such exchange operations, thereby helping the 
Government to preserve its exchange system virtually 
free of restrictions on trade and exchange transactions. 
Sources: International Monetary Fund, Press Release. 

and Treasury Department, Press Release, Wash- 
ington, D.C.. February 16, 1955. 


1954 


soon be accepted as “good delivery” in London. The 
supply will not be large, since Canada keeps most of its 
current production. The London price has not been high 
enough to attract sales from Australia. The resumption 
of Russian sales in 1955 is not regarded as unlikely. 


The number of gold coins that have been minted since 
1952 in various places from Milan to Beirut is estimated 
at not less than 20 million. A large part of the world’s 
gold is still handled in Hong Kong and Macao, where 
the trade is said to be controlled by a small ring of oper- 
ators, well placed to appreciate and take advantage of 
local facilities. While private imports of gold into France 
are still forbidden, substantial quantities of bullion and 
coin continue to reach Paris from outside. 


One effect of reopening the London gold market has 
been to narrow the range of price fluctuation. Expressed 
in U.S. dollars, the free market price in 1954 varied only 
between $34.90 and $35.15 per ounce, a negligible margin 
Freedom 
to deal in gold coins has established a_ substantial 
premium and fluctuations in the price of the sovereign, 
which was previously fixed at £2 18s. In the London 
market it has fluctuated between £3 2s. and £3 10s., the 
latter price corresponding to a premium of 19! per cent 
on the value of the gold content of the sovereign, which 
indicates the hoarding demand that has continued mainly 
from the continent. 


compared with any previous postwar year. 


Sources: The Manchester Guardian, Manchester, Eng- 
land, January 27, 1955; The Economist, Lon- 
don, England, February 12, 1955. 
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Rice Supply Situation 


From a trade standpoint, the world rice situation as 
of January 1955 showed an improvement over that a 
year earlier. Generally speaking, just before the begin- 
ning of 1954. the rice trade, particularly in Asia, was 
almost at a standstill, with heavy stocks accumulated in 
supply areas. Prices were declining from the record high 
of 1952, and there was little assurance that they might 
not have to decline still further if a satisfactory volume 
of rice were to be exported in 1954. 


While data are not as yet available for the rice trade 
in the calendar year 1954, it is evident that total exports 
were substantially above exports in 1953. The increase 
took place without too serious a decline in prices; at the 
same time, the exports included a substantial part of the 
damaged ‘atid low quality rice that was depressing the 
market as a whole. 


During 1953 Burma and Thailand, the principal Asian 
rice exporters, shipped a total of some 2.3 million tons 
into nearby and other world markets: at the end of that 
year, the stocks available for export from these two coun- 
tries amounted to 4,100,000 tons. Preliminary estimates 
indicate that in 1954 a total of 2,500,000 tons was ex- 
ported, and that exportable supplies as of December 31, 
1954 were approximately 3,600,000 tons. 


While the reduction in the carry-over in these countries 
was not great, there was a considerable change in the 
composition of the stocks. Much of the large quantity 
of extremely low quality rice that was on hand at the 
beginning of 1954 was removed from the market during 


the year. While decisions as to disposition of damaged: 


stocks, particularly broken grades, were slow, both 
Burma and Thailand moved substantial amounts as ani- 
mal feed into Asia and Europe. The progress made in 
these countries in disposing of poor quality rice there- 
fore may offset any effects that reduced supplies in 1955 
might have upon financial returns. This is significant, 
since the large output of broken rice and other by-prod- 
ucts in Asia is more than a temporary problem. Poor 
milling facilities and the initial milling of poor quality 
paddy often produce a relatively high percentage of 
broken kernels. 


As long as rice was scarce, particularly in Asia, prob- 
lems of disposal were not so acute. By-products, dam- 
aged rice, and “brokens” were handled as a part of “tie- 
in” sales. As the supply situation improved, however, 
and prices dropped, consumer resistance asserted itself 
and stocks of poor quality rice grew rapidly. A large 
proportion of broken grains in milled rice may be ex- 
pected until such time as more modern milling machinery 
can be obtained. 


Demand for higher grades of rice from Asian suppliers 
continued strong and as early as September 1954. millers 
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had difficulty in filling orders for better grades, despite 
the fact that the prices of these grades had not declined 
much from the peak levels of 1952. These conditions 
existed about four months before stocks from the 1954 
crop would become readily available for export. On the 
other hand, the lower grades, of which “brokens” repre- 
sented from 40 to 50 per cent, were hard to move. 


The outlook for prices is still uncertain. Any drastic 
decline in the volume of supplies during the first six 
months of 1955 appears to be unlikely, and supplies of 
U.S. rice are not expected to drive down the world price 
to any extent. With Burma and Thailand potential sup. 
pliers of about 3 million tons of rice in Asia, compared 
with the U.S. potential of some 500,000 tons, it seems 
unlikely that U.S. sales under existing surplus disposal 
legislation would be a significant factor in depressing 
world prices. 


There is considerable apprehension among rice ex- 
porters, however, that world stocks of cereals other than 
rice will tend to lower rice prices still further, though for 
areas where net imports of food are necessary, any devel- 
opment toward lower prices for cereals as a whole will 
be welcomed. 

Encouraging factors for increased trade in rice are the 
continuing rise in the populations of countries dependent 
on rice in their diets, the abolition of rationing, the grad- 
ual lessening of import and export controls, and the desire 
of importing countries to build up large stocks. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., January 31, 1955. 
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U.K. External Trade in January 


Total U.K. exports and re-exports in January were 
£259.2 million, slightly below the high figure of £264.2 
million for December which still included some export 
shipments delayed by the October dock strike. Imports 
in January rose by £19.1 million, to £332.6 million—the 
highest normal monthly total since March 1952 (imports 
in November had been higher, but were also affected by 
the dock strike). Consequently, the adverse trade balance 
rose from £49.3 million in December to £73.4 million 
in January. The Board of: Trade points out that over 
the past four months exports have averaged £228.7 million 
monthly, £0.7 million less than in the corresponding 
months of 1953-54, whereas in January-Ser ‘ember 1954, 
exports were 6 per cent higher than in the same period 
of 1953. The October-January average for imports, at 
£300 million monthly, was 8 per cent more than in the 
same months of 1953-54. 


U.K. exports to North America in January were £22.8 
million. Shipments to the United States, at £13.7 million. 
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were slightly above the average for the previous three 
months; exports to Canada, at £9.0 million, were £2.3 
million lower than the average for the fourth quarter of 
1954, partly for seasonal reasons. 


























The Chancellor of the Exchequer has warned that U.K. 


























































































































































































































ye exports have not been rising fast enough to keep pace 
with imports. The gain in the balance of payments in 
rastic the first half of 1954 was not maintained in the second 
at six half, even after allowing for the big debt reduction pay- 
ies of ments. While exports had been rising, the United King- 
price dom had had difficulty in maintaining its share of total 
| sup- world trade. The Government wants the economy to 
pared expand as fast as possible but not faster than its capacity 
scems to pay the larger import bill presented by the domestic 
sposal expansion. Consequently, a hand must be kept on the 
essing reins—even a gentle tug now and again—to keep the 
economy on the straight path. 
et ah Source: The Financial Times, London, England, Febru- 
r than 
ary 12, 1955. 
gh for 
devel- 
Je will — U.K. Loans to Foreign-Controlied Companies 
U.K. exchange control procedures have been relaxed 
are the to permit authorized banks to grant loans of over £50,000 
endent to companies resident in the sterling area but controlled 
e grad. from outside it. Previously, loans exceeding this sum 
> desire required approval of the Bank of England; the limitation 
apparently was designed to encourage the companies to 
ps and draw finance from the foreign concerns that were re- 
, 1955. sponsible for them. The relaxation in no way permits 
the companies to raise money in che sterling area in order 
to transfer it abroad, but it should facilitate the financing 
of their business within the sterling area. 
Source: The Financial Times, London, England, Febru- 
ary 3, 1955. 
ry were 
£2642 FF french Trade in 1954 
> export 
Imports The value of imports into France from foreign coun- 
‘on—the tries in 1954 was equivalent to US$3,173 million, com- 
(imports pared with US$3,123 million in 1953, an increase of 1.6 
ected by —& per cent. Exports: to foreign countries amounted to 
. balance — $2,759 million, against $2,533 million in 1953, an increase 
_ million — of 8.9 per cent. Thus the trade deficit decreased to $414 
hat over &— Million in 1954, from $590 million in 1953. 
7 million In trade with the Overseas Territories of the French 
sponding § Union, French imports of $1,175 million in 1954 were 
yer 1954, 12.6 per cent above the 1953 imports of $1,044 million; 
1e period and exports, at $1,562 million, were 5 per cent higher 
ports, at than exports in 1953, valued at $1,486 million. The trade 
an in the & surplus declined from $442 million in 1953 to $387 mil- 
lion in 1954. 
ere £22.8 French trade statistics include transshipments of in- 
7 million. — dustrial gold. Such exports to foreign countries in 1954 












amounted to $130 million, against $234 million in 1953; 
imports from foreign countries were $133 million, com- 
pared with $228 million in 1953. 


Sources: Le Monde, January 23, 1955, and Statistique 
Générale de la France, various issues, Paris, 
France. 


Foreign Trade of BLEU 


The Belgium-Luxembourg Economic Union (BLEU) in 
1954 had an adverse trade balance of BF 12.8 billion 
(US$256 million), resulting from imports valued at 
BF 127 billion (US$2,540 million) and exports worth 
BF 114.2 billion (US$2,284 million). This deficit was 
BF 4.6 billion (US$92 million) more than the deficit in 


increase in imports. 


The trade balance for the second half of 1954 showed 
an improvement over that for the first half year. Exports 
rose markedly during the last quarter. Although com- 
plete 1954 figures for trade by areas are not yet available, 
it seems that the deficit with the dollar area was greater 
than in 1953, and that the deficit with the EPU area had 
disappeared by the end of the year. The BLEU had a 
trade surplus with EPU in both October and November 
1954, and probably in December. The foreign trade of 
BLEU is thus reverting to its structure in 1951 and 1952, 
when a deficit with the dollar area was matched by a 
surplus with the EPU area. 


Sources: Agence Economique et Financiére, Brussels, 
Belgium, January 21 and 22, 1955. 


Increase in Norwegian Discount Rate 


The Bank of Norway has announced that, effective 
February 14, the discount rate has been raised from 244 
to 314 per cent. The 21% per cent rate had been main- 
tained unchanged since January 9, 1946. 


Source: The Wall Street Journal, New York, N. Y., 
February 15, 1955. 


Finnish Public Finance 


An estimate is now available of the effects on the bud- 
get of Finland’s economic program agreed on in October 
1954 (see this News Survey, Vol. VII, p. 197), which 
aims at preventing a rise in the cost of living index and 
the consequent rise in index-tied wages. The cost of the 
program is estimated at Fmk 36 billion, which is-equal to 
about one sixth of the total budget for 1954. A further 
unfavorable effect on the budget will be the fact that 
there will not be a reduction in government stocks of 
grain and fuel, such as led in 1954 to a considerable im- 
provement in the cash position. 
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Certain expenditures, however, are to be reduced, and 
receipts from some taxes will increase. As a result of the 
favorable employment situation, appropriations for public 
works will be lowered, and the refunding of export fees, 
collected after the boom that followed the outbreak of 
the Korean conflict, was completed in 1954. An increase 
in customs duties at the beginning of 1955 from 10 times 
the 1939 rates to 15 times those rates will increase revenue 
by Fmk 4 billion. Tax rates for corporations have been 
raised from 32 per cent to 38 per cent, and the extraor- 
dinary depreciation allowances authorized in 1954 have 
been abolished. These measures will increase receipts 
from corporation taxes by about Fmk 10 billion. 

For 1954. it is estimated that there was an over-all 
surplus. excluding new loans and amortizations, of Fmk 8 
billion. Since it is expected that the net effect on the 
budget of the new program and of the new tax measures 
will be a deterioration of Fmk 17 billion in the budget 
position, an over-all deficit of Fmk 9 billion is estimated 
for 1955. 

It is proposed that the deficit be financed by issues of 
new bond loans totaling about Fmk 11 billion. or the 
same amount as in 1954. and by new special reserve 
bonds. estimated to yield about Fmk 5 billion, which 
will be offered to credit institutions in connection with 
an expected change in reserve requirements. Amortization 
of the government debt will amount to about Fmk 6 
billion. The authorities are still investigating measures 
to offset the expansionary effects of the budget, including 
a proposal for substantial tax reductions for exporters 
of wood products who have deposited Finnish or foreign 
currency with the Bank of Finland. During 1954, foreign 
exchange reserves rose by Fmk 13 billion, but it is the 
policy of the Bank of Finland not to increase them 
further during 1955. 


Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland. December 1954. 


Icelandic-British Fishing Conflict 


The OEEC will try to find a solution to the conflict 
between Iceland and British fishing interests which has 
lasted for more than four years. A commission will be 
appointed consisting of two representatives from the 
United Kingdom and two from Iceland, with a neutral 
chairman. 


The origin of the conflict was the extension by Iceland 
in 1950 of her exclusive fishery limits. Since the new 
limits excluded all trawling (Icelandic and foreign) on 
certain fishing banks, the trawlers were especially affected. 
As a reprisal, U.K. trawling interests boycotted Icelandic 
trawlers, which have not been able to land fish in U.K. 
ports. 


Source: Svenska Dagbladet, Stockholm, Sweden, Febru- 
ary 6, 1955. 
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German Industrial Activity 


The turnover in German industry increased from 
DM 126 billion in 1953 to DM 140 billion in 1954, or by 
11 per cent; export turnover increased from DM 15.3 
billion to DM 18.4 billion, or by 20 per cent. 


The average number of employees in industry rose by 
5.3 per cent, working hours by 5.6 per cent, the annual 
total of wages by 8.8 per cent, and total salaries by 9.9 
per cent. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, January 26, 1955. 


Middle East 


Egypt's Balance of Payments 


Egypt’s balance of payments for the first half of 1954 
resulted in an over-all surplus of LE 20.5 million, com. 
pared with a surplus of LE 2.3 million for the corre- 
sponding period in 1953. Total current receipts rose by 
LE 12 million, to LE 123.4 million, and current payments 
fell by LE 5.7 million, to LE 103 million. Capital re- 
mittances were almost balanced, the net inflow being 
only LE 0.1 million for the half-year. There was a 
surplus of LE 12.8 million on merchandise transactions, 
in contrast to a deficit of LE 11.3 million for the first half 
of 1953. The surplus resulted from an increase in export 
proceeds, owing to the higher value of cotton exports, and 
a fall in payments for imports, owing largely to a cut in 
wheat imports as domestic production increased. In- 
visible receipts (excluding capital remittances) amounted 
to LE 40 million, compared with LE 40.5 million during 
the first half of 1953. Suez Canal dues, at LE 15.5 mil- 
lion, were LE 1.3 million higher than in 1953. Shipping 
receipts increased by LE 0.5 million, to LE 3.8 million, 
but British Army expenditures fell by LE 2.6 million, 
to LE 3.3 million. Invisible payments increased from 
LE 26.5 million in the first half of 1953 to LE 32.6 
million in 1954, owing to a rise in shipping, travel, and 
government disbursements. The rise in travel expendi- 
tures was due mainly to heavy pilgrimage traffic; and 
the increase in government expenditures resulted in part 
from higher payments abroad in connection with de- 
velopment projects. 


The over-all surplus with the United Kingdom rose 
from LE 8 million to LE 12.1 million; that with Ceylon, 
India, and Pakistan increased from LE 5.7 million 
to LE 10.3 million because of higher purchases of cotton 
by India. Payments to these countries remained practi- 
cally unchanged. The deficit with the dollar monetary 
area fell to LE 1.5 million, from LE 2.0 million in the 
first half of 1953; and the deficit with Western Europe 
declined from LE 4.7 million to LE 3.7 million. With 
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Eastern Europe there was a surplus of LE 1.5 million 
in the first half of 1954, in contrast to a deficit of LE 0.7 
million in the corresponding period of 1953. The deficit 
with the Middle East was reduced from LE 1.7 million 
to LE 0.8 million. Increased cotton exports to China 
and Japan accounted for a rise of LE 2 million in receipts 
from “other” countries. while a fall of LE 3.5 million 
in payments was due to a substantial reduction in im- 
ports of Canadian wheat and Chilean nitrates. There was 
a favorable balance with this group of countries of LE 3 
million, compared with a deficit of LE 2.4 million last 
year. 

The over-all surplus of LE 20.5 million was accounted 
for by an increase of LE 1.7 million in sterling balances. 
an increase of LE 12.2 million in other foreign exchange 
holdings, and a reduction of LE 7.8 million in liabilities 
The difference of 
LE 1.2 million is accounted for by errors and omissions. 
The differences between the balance of payments with 
the various regions and the change in currency holdings 
of, and liabilities to, those regions are accounted for 
by multilateral settlements in sterling and dollars. 


in respect of nonresident accounts. 


Source: National Bank of Egypt, Economic Bulletin, 
Cairo, Egypt, Vol. VII, No. 4, 1954. 


Economic Development in Iraq 


The Annual Report of the Development Board of Iraq 
for the year ended March 31, 1954 shows that total actual 
revenue of the Board to the end of January 1954 
amounted to ID 35.2 million: ID 34.8 million on account 
of oil revenues, ID 228,000 drawn on the IBRD loan, 
and ID 169,000 of miscellaneous revenues. In the fiscal 
year 1952-53, revenue totaled ID 23.6 million, of which 
ID 22.9 million was from oil, ID 776,000 from the pro- 
ceeds of the Tharthar project loan, and ID 8,000 from 
miscellaneous revenue. The Board’s expenditures for 
the period from April 1, 1953 to March 31, 1954 were 
estimated at ID 14.5 million, including ID 2.1 million 
paid to the National Bank as a reserve for the IBRD loan 
in accordance with the Wadi Tharthar Loan Agreement. 
The other items of expenditure were ID 4 million on 
irrigation projects, ID 2.9 million on buildings and in- 
stitutions, ID 2.5 million on main roads and bridges, 
ID 2.2 million on reclamation of land and other schemes, 
ID 0.5 million on industry, and ID 0.3 million on admin- 
istration, studies, and organizational expenses. Total ex- 
penditures on these items during fiscal 1952-53 amounted 
to approximately ID 9 million. During 1953-54, the 
Board paid to the Ministry of Finance a total of ID 6 
million for expenditures on schemes and works to be 
undertaken by the Ministries concerned on behalf of the 
Board. Thus the total amount paid so far to the Ministry 
is ID 10.5 million, ID 2 million of which was paid in 
fiscal 1952-53 and ID 2.5 million in 1951-52. Also, the 


Board granted ID 14.1 million to municipalities and semi- 
governmental institutions, including ID 6 million to the 
Oil Refinery Service, ID 2.5 million to the Directorate- 
General of Iraq Railways. and ID 2 million to the Muni- 
cipality of Baghdad. In 1952-53, loans to municipalities 
and other semigovernmental establishments amounted 
to ID 6.3 million. The cash balance of the Board at the 
end of January 1954 was ID 28.9 million, compared with 
ID 7.5 million a year earlier. 


Source: Development Board, Annual Report for Finan- 
cial Year 1953-54, Baghdad, Iraq, 1954. 


Foreign Aid to Pakistan 


The Foreign Aid Coordination Committee, which met 
recently in Karachi to review the foreign economic and 
technical assistance received by Pakistan, has reported 
that Pakistan will receive PRs 400 million of foreign aid 
during 1954-55. The Committee included representatives 
from the United States, the United Kingdom, Australia, 
Canada, the Ford Foundation, the International Bank for 
Reconstruction and Development, and the United Nations. 
Thus far, Pakistan has received PRs 298 million of for- 
eign economic and technical assistance. in addition to 
the special U.S. wheat grant of PRs 215 million. The 
special feature of the aid for 1954-55 is that, apart from 
assistance in the execution of development projects, Pak- 
istan will also get supplies of raw materials and consumer 
goods from the United States. 


Source: Dawn, Karachi, Pakistan, January 23, 1955. 


Far East 


Indian Forward Trading in Oils and Oilseeds 


On the recommendation of the Forward Markets Com- 
mission, the Indian Government has decided to bring 
oils and oilseeds under the purview of the Forward Con- 
tracts (Regulation) Act 1952, with immediate effect. 
Forward contracts. including nontransferable specific de- 
livery contracts, in respect of castor seed. kardi seed, 
niger seed, and mowra seed, will, within the limits of 
Greater Bombay, continue to be regulated through the 
Bombay Oilseeds Exchange Limited. Outside Greater 
Bombay, forward trading in these items will not be 
regulated. 


With regard to groundnuts and linseed, the present 
ban on forward contracts, other than nontransferable 
specific delivery contracts. will continue in Greater Bom- 
bay; in the rest of India, such forward contracts in these 
two oilseeds will be permitted only through recognized 
associations. For mustard seed, sesame, rape seed, copra, 
and cottonseed, all forward contracts, including non- 
transferable specific delivery contracts within the limits 
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of Greater Bombay, will be illegal; in the’rest of India, 
forward contracts other than nontransferable specific de- 
livery contracts for these seeds will be permitted only 
through recognized associations. No associations for 
these purposes have yet been recognized. 

The present ban on forward contracts in respect of 
groundnut oil, linseed oil, mustard seed oil, rape seed 
oil, coconut oil, sesame oil, cottonseed oil, and castor oil 
will continue in the whole of India, except that forward 
contracts for coconut oil will continue to be permitted 
in the State of Travancore-Cochin. 


Source: Reserve Bank of India, Jndian News Digest, 
Bombay, India, February 1, 1955. 


Ceylon's Trade Surplus 


Ceylon had a trade surplus of Rs 412 million in 1954, 
in contrast to a deficit of Rs 40 million in 1953. Tentative 
figures show that exports in 1954 were Rs 1,809 million, 
and that imports were slightly less than Rs 1,400 million. 
The large surplus was due both to high tea prices and 
to the contract under which Ceylon sold rubber to China 
at a price above the world market price—except in 
December when the world price for sheet rubber was 
higher than that paid by China to Ceylon. 


Source: The Financial Times, London, England, Febru- 
ary 1, 1955. 


Thai Exchange Control 


The Thai Government has issued extensive regulations, 
effective December 15, 1954, to tighten exchange controls 
for the purpose of reducing capital flight, to provide the 
Government with more complete information on foreign 
exchange holdings, and to coordinate receipts and 
payments of foreign exchange. The regulations stipulate 
that imports into Thailand are to be paid for only by a 
letter of credit unless other means of payment are speci- 
fically authorized; this is designed to preclude over- 
valuation of imports. In order to facilitate control of the 
volume of foreign commercial credit, an exchange con- 
trol officer is authorized to set the marginal deposit re- 
quired for the opening of a letter of credit. The importer 
may be called upon to provide a guaranty or security 
that the merchandise will be imported within a specified 
period of time and that the foreign currency will be 
purchased from the Bank of Thailand, an authorized 
bank, or an authorized company. Foreign exchange banks 
must report all sales of foreign exchange for imports to 
the Exchange Control Department and a full set of orig- 
inal documents, which the exchange control authorities 
will retain, must accompany the report. The Thai Cus- 
toms now requires, in addition to normal import papers, 
a certificate of payment which is issued by the Bank of 
Thailand or an authorized bank or company. Before the 


INTERNATIONAL FrnanciaL News Survey, February 18, 1955 


certificate is issued or a letter of credit opened, the im. 
porter is required to submit a copy of the import license 
and other documentary evidence, such as contracts, 
orders, pro forma invoices, cables, and correspondence, 
If the documentary import bills are not drawn under a 
letter of credit, approval must be given by the Bank of 
Thailand prior to remittance of the proceeds. 


Regulations covering exports specify that all foreign 
exchange obtained must be sold or transferred only to 
the Bank of Thailand or authorized exchange dealers, 
Thai exporters are required to obtain certificates of ex. 
portation before their shipments are cleared through 
Customs. The certificates are issued by the Bank of 
Thailand, or an authorized bank or company, after noti- 
fication is received that payment for the exports has 
been made in accordance with regulations. Exchange 
proceeds: from: exports must be sold within ‘seven days 
after their receipt and not later than three months after 
the date of export. 

Authorized exchange dealers must submit comprehen- 
sive daily, weekly, and monthly reports of exchange 
dealings, their exchange positions, and letters of credit. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., January 31, 1955. 


Extension of Japanese Trade and Payments Agreements 


The U.K.-Japanese payments agreement, which was to 
expire by the end of March 1955 (see this News Survey, 
Vol. VII, p. 139), has been extended until the end of 
June 1955. Japan’s exports to the United Kingdom and 
its Colonies and Dominions in 1954 were £174 million, or 
88 per cent of the amount provided in the agreement 
(£198.5 million), while Japan’s imports from them were 
about £143.4 million, or 78 per cent of the amount in the 
agreement (£183.5 million). 


The trade and financial agreements between the Philip- 
pines and Japan have been extended for a further four 
months, to May 31, 1955. The agreements call for an 
annual exchange of $100 million worth of goods each 
way, with balances to be paid in cash. Under this 
arrangement, the Japanese owe the Philippines $19.6 
million. 


Sources: Central Bank of the Philippines, Circular No. 
59, Manila, Philippines, February 3, 1955; 
Philippine Association, Philippine Newsletter, 
New York, N. Y., February 3, 1955; Bank of 
Tokyo, Weekly Review of Economic Affairs in 
Japan, Tokyo, Japan, February 5, 1955. 


United States and Canada 
Disposal of U.S. Surpluses 


The United States has sold or given away during 1954 
about $1.5 billion worth of surpluses, and is currently 
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negotiating to export additional surpluses valued at ap- 
















































sid proximately $400 million. Of the total disposal of sur- 
acts, Pluses owned by the Commodity Credit Corporation, $439 
etice, million went for domestic commercial sales, and $500 
Jer a | Million for export commercial sales. Donations amounted 
ik of & $250 million, and the remainder went for noncommer- 
cial sales, intragovernmental transfers, and barter. Only 
; a small portion of the total was disposed of under the 
reign & President’s new three-year, $1 billion surplus disposal 
ly to program, under which, however, negotiations to sell 
mene another $400 million for export are being held. Definite 
f ex. sales have been made to Yugoslavia for $60 million, and 
rough to Turkey for $30 million, and $68 million in surpluses 
rs has been given away. 
i- 
s has In most of these sales, local currency is being accepted 
hange fg instead of dollars, and in some cases a large percentage 
days §§ of the. local currency. receipts.is being, reloaned.to the 
after | countries concerned. 

Following the decision of the Department of Agricul- 
rehen- § ture to offer for export 10 million pounds of butter on 
hange & a competitive bid basis, instead of at 41 cents per pound, 
credit. § which had been the previous policy, the New Zealand 
merce Ambassador in Washington protested on January 12 that 
1955, & this development could gravely injure the New Zealand 

economy. He stated that, since the current U.S. surpluses 
of butter could be substantially reduced, or entirely dis- 
posed of, by the adjustment of domestic prices, the 
was 0 Ht fect of the proposal is to export a domestic difficulty 
urvey> Bi at the risk of grave injury to the economies of smaller 
ad of and weaker countries. The U.S. action has also been 
ne protested by Australia and the Netherlands. 
eement |g Sources: International Federation of Agricultural Pro- 
= were ducers, /FAP News, Washington, D. C., Febru- 
in the ary 1955; New Zealand Embassy, News from 
New Zealand, Washington, D. C., January 1955. 
Philip- 
er four 
for an fp Reduction of Canadian Bank Rate 
Is each 
er this The Bank of Canada on February 14 reduced its bank 
, $19.6 & ‘ate from 2 per cent to 1'% per cent, the first change since 
October 1950 and the first reduction in 11 years. The 
general decline in yields on securities over the past 18 
lar - months meant that the bank rate had ceased to bear a 
1955; reasonable relationship to other short-term rates (see this 
nd News Survey, Vol. VII, p. 250). The recent adjustment 
ot will help to make the bank rate a more flexible and 
fairs is elective factor in the money market. (The bank rate is 
the minimum at which the Bank of Canada will lend 
for short periods to chartered banks and to the money 
market on the security of Treasury bills or short-term 
government bonds. ) 
ng 1954 Source: The Journal of Commerce, New York, N. Y., 
urrently February 15, 1955. 
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Canadian Exchange Rate 


The Canadian dollar quotation, which averaged more 
than US$1.033 in December 1954 and rose to over 
US$1.035 in January, has recently weakened. The rate 
fell sharply from US$1.035 on January 27 to US$1.029 on 
January 31. It was quoted at US$1.0263 on February 14, 
and on the following day, on the reduction of the Cana- 
dian bank rate, declined further, to US$1.0228, the lowest 
rate since early in 1954. The most recent decline is 
attributed in some quarters to substantial Canadian pur- 
chases of U.S. securities. 


Sources: The Journal of Commerce, New York, N. Y., 
February 15 and 16, 1955; Board of Governors 
of the Federal Reserve System, Foreign Ex- 
change Rates, Washington, D. C., various week- 
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Canadian Gold Mining Subsidy 


The Canadian Government has introduced legislation 
extending its gold mining subsidy scheme for two years 
through 1956, but reducing the scale of assistance from 
about Can$16.5 million in 1954 to an estimated Can$11 
million in the current year. Under the new formula, as- 
sistance will amount to two thirds of the cost of produc- 
tion in excess of Can$26.50 per ounce, payable on two 
thirds of current output. Previous payments were based 
on half the costs over Can$18.00 per ounce, payable on 
production in excess of half the output in a base year. 
The effect of these changes would be to reduce the amount 
of subsidy available to low-cost mines, while increasing 
the amounts available to high-cost mines. [The amended 
subsidy has been deemed not inconsistent with the ob- 
jectives of the Fund’s statement of December 1947 on 
gold subsidies. | 


Source: The Globe and Mail, Toronto, Canada, Janu- 
ary 28, 1955. 







Latin America 


Selective Credit Policies in Mexico 


The most recent set of regulations by the Bank of 
Mexico, governing reserve requirements of commercial 
banks against deposits, was issued on January 10, 1955, 
their main purpose being to channel increased deposits 
into productive activities. Under these regulations, com- 
mercial banks within the Federal District will be relieved 
from the obligation to pay penalty interest on reserve 
deficiencies that have been incurred with respect to 
liabilities computed in Mexican pesos, if such deficiencies 
do not exceed 70 per cent of total reserve requirements 
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and provided that the relevant deposits have been in- 
vested by the banks as follows: up to 20 per cent in 
government bonds: up to 15 per cent in stocks which 
the Bank of Mexico sells at par with maturities of not 
more than one year. or in other stocks which will be 
determined later by the Bank; or at least 10 per cent 
in medium-term mortgage bonds approved by the Min- 
istry of Finance. and up to 10 per cent in agricultural 
loans of maturities from one to five years or in redis- 
counts of such loans made by other banks. 


The deposits that have not been utilized in these ways 
may be used freely for any kind of loan provided that a 
ratio of 70 to 30 is maintained between loans to agricul- 
ture and loans to commerce. 


Source: Nacional Financiera. S. A.. El Mercado de 


Valores. Mexico, D. F.. January 31, 1955. 


Export-Import Bank Loan to Brazil 


The Export-Import Bank of Washington has agreed 
to lend $75 million to Brazil to finance purchases of U.S. 
capital goods during the next six months. These pur- 
chases must be approved by the Bank of Brazil and the 
Export-Import Bank and must be necessary to meet 
Brazil’s minimum import needs. The terms of the loan 
will be announced later. Brazil has had an acute shortage 
of U.S. dollars for the past two years, mainly as a result 
of reduced earnings from coffee exports, and since the 
spring of 1953 has borrowed almost $600 million from 
the Export-Import Bank and other U.S. banks. 


The Minister of Finance of Brazil has outlined a gov- 
ernment program to increase Brazil’s dollar exchange 
earnings. 


Sources: The Journal of Commerce. New York, N. Y.. 
February 10. 1955: Embassy of Brazil. Boletim 
Radiotelegrafico do Ministério das Relacdes 
Exteriores, Washington, D. C.. February 11, 
1955. 


Other Countries 


Gold Production in Australia 


Australian gold production in the first nine months of 
1954, at 835.575 fine ounces, exceeded production in the 
same period of 1953 by 84.132 ounces. When figures for 
the entire year are available. it is expected that 1954 will 
be the fourth successive year in which production sub- 
stantially exceeded that of the previous year. However. 
the premium gold market has practically disappeared, 
and by September the Gold Producers’ Association found 
it impossible to sell gold at a profit. Several mines and 
dredges have closed, principally in Victoria, but most 


of the largest mines have become more or less adjusted 
to the stringent conditions of the industry. In some 
cases. unit costs have been reduced or held in check. at 
the price of reducing the probable life of the mine. The 
long-term prospects for the industry are not reassuring, 
and prospecting is reported to have fallen to a low ebb, 
The subsidy approved in November (see this News Sur. 
vey, Vol. VII, p. 172) will be valuable for mines in need 
of assistance since the loss of the gold premium. 


Source: National Bank of Australasia Limited, Monthly 
Summary of Australian Conditions, Melbourne, 
Australia, January 17, 1955. 


Australian Wool Sales 


Australian wool prices, which had fallen a little at 
the opening sales of 1955 (see this News Survey, 
Vol. VII, p. 228), recovered in January to their pre. 
Christmas level. A substantial rise in prices in the im- 
mediate future is unlikely, according to a recent review 
by the Australian Wool Bureau. The Australian wool 
check for the 1954-55 season (ending June 30) is ex. 
pected to be £A 40 million below last year’s check of 
£A 382 million. If the actual check is equal to this es- 
timate, this would be the third best year on record. The 
estimate for this season’s wool clip is set at about 4 mil. 
lion bales, an increase of .almost 65,000 bales over last 
season. World production of wool now seems to be 
slightly greater than consumption. 


Sources: National Bank of Australasia Limited, Wool 
Letter, Melbourne. Australia, January 21, 1955; 
Australian News and Information Bureau, Aus- 
tralian Weekly Review, New York, N. Y., Feb- 
ruary 2, 1955. 


Corrigendum 


Vol. VII. No. 31. February 11, 1955, p. 249, item, 
“Thai Preferential Import Rates”: for 35.00 baht per 
pound sterling read 15.00 baht per pound sterling. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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